AND INDUSTRY 


IN THIS ISSUE 


Agriculture and Industry 


CONTINUING THE SERIES of papers presented at the 37th 
Annual Meeting of the Governors’ Conference, STATE 
GOVERNMENT this month includes discussion of “A Con- 
structive Postwar Program for Agriculture” by Chauncey 
Sparks, Governor of Alabama (page 152) and an analysis 
of the “Decentralization of Industry: A National Problem” 
by Earl Warren, Governor of California (page 154). 

Declaring that subsidies and other artificial stimuli are 
not permanent solutions for the problems of agriculture 
Governor Sparks advocates broadened extension of the 
benefits of industrial civilization to rural living. Viewing 
industry and agriculture as complementary rather than as 
competitive, he expresses the belief that, “If industry 
and agriculture will but recognize their natural inter- 
dependence, whatever strife there may be between them 
will end. Industry can help agriculture to become more ef 
ficient in the production of farm commodities ; by becoming 
more efficient, farmers profitably can reduce raw materials 
prices; raw material price reduction will lessen the costs 
of industry; smaller industrial costs and farm prosperity 
will mean an increased market for industry.” 

Considering the location of industry as a national eco 
nomic problem, Governor Warren declares that, “No longer 
can the industry of this country safely assume that large 
scale, closely integrated production, however efficient, 
will find a sure and continuous market for its output unless 
some effort is made to encourage full and profitable em- 
ployment in every section of the nation.” In planning for 
postwar industrial development he therefore urges that 
the American people avoid appeal to sectionalism and 
work toward “the creation in America of an economy that 
will ever be in keeping, not only with the need, but with 
the aspirations of the American people—wherever they 
may be—in the north or south or east or west—because 
they are all Americans and this is all America.” 

The technology of the present day is rapidly drawing 
agriculture and industry together. The problems, the tech- 
niques, and the conditions of living in agricultural and in- 
dustrial communities differ, but their ultimate welfare is 
bound together in a seamless fabric of national and in- 
creasingly international economic life. Industry in the 
broad sense, on the farm and in the factory is dependent 
upon the wise utilization of the resources in the land. 
Human beings are nourished, clothed and housed by ma- 
terials drawn from the earth, and the use, conservation and 
development of national wealth will be a major problem 
for government in the years ahead. State responsibilities 
in this task will be treated in the October issue of STATE 
(GOVERN MENT. 


Cash Sickness Compensation 
in Rhode Island 


UNEMPLOYMENT caused by illness is at present compensated 
only in Rhode Island. The cash sickness compensation 
program described by Mortimer W. Newton, Chairman of 
the Rhode Island Unemployment Compensation Board 


(page 156) is financed by a tax of 1 per cent upon covered 


workers. Administered as a part of the unemployment 
compensation program economy in operation has beep 
achieved and no significant increase in employer reporting 
has been required. The eligibility qualifications of the pro. 
gram have been liberally interpreted and there are indica. 
tions that the cost of protection to the workers must be 
increased unless benefits are reduced. The cash sickness pro- 
gram illustrates the role of the states as laboratories for 
experimentation in democratic government. 


State Aid to Aviation 


Coe A. MCKENNA, member of the Oregon State Tax Com. 
mission and former state senator, has analyzed the problems 
of the new age of aeronautics and suggested contributions 
which the states can make to these problems (page 160), 
Discussing Oregon legislation and the work of the State 
Board of Aeronautics Mr. McKenna urges uniformity jp 
state legislation and a clarification of federal policy declar- 


ing that “Unless the present chaos of legislative and ad- 


ministrative action both by the federal government and the | 


various states is quickly remedied disastrous interference 
will be experienced in the important and rapidly growing 
held of aeronautics.” 


Statutory Provisions for State Budgets 


IssuE, James W. Martin, Director, and Vera 
Research have summarized current 
state practices in budgeting (page 162) and have provided 
a state by state tabular analysis of budget legislation 
(page 164). Thirty-nine states now “require the executive 
to assume primary responsibility for formulating a financial 


IN THIS 


Briscoe. Associate, 


plan.” Budget making is an exclusively legislative function | 


in only one state. Nevertheless, executive control of the 
budget is frequently less effective in practice than statutory 
provisions would suggest. Excessive decentralization of 
administrative control, lack of adequate staff facilities, and 


the brief tenure of governors reduce the effectiveness of | 


executive control of finance in a large number of states. 
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Soil Conservation Service and 


Staff Change 

Miss Hitpe Becutie, who has been Assistant Editor of 

STATE GOVERNMENT for the past two has re 

signed from the publications staff. Miss Bechtle’s contri- 

bution to the publication of State GovERNMENT was Com 

siderable and her departure is a real loss to the Council. 
Miss M. CLatrk Corrertit who has been a member of the 


years, 


publications staff since June 18, becomes the new Assistant] 
was for- 


Editor of State GOVERNMENT. Miss Cotterill 
merly with Encyclopaedia Britannica and brings a variety 
of editorial experience to her new position. 
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UR GLOBAL VICTORY has come from the courage 
and stamina and spirit of free men and women united 
in determination to fight. 

It has come from the massive strength of arms and materials 
created by peace-loving peoples who knew that unless they 
won, decency in the world would end. 

It has come from millions of peaceful citizens all over the 
world—turned soldiers almost overnight—who showed a ruth- 
less enemy that they were not afraid to fight and to die, and 
that they knew how to win. 

It has come with the help of God, Who was with us in the 
early days of adversity and disaster, and Who has now brought 
us to this glorious day of triumph. 

Let us give thanks to Him, and remember that we have now 
dedicated ourselves to follow in His ways to a lasting and just 
peace and to a better world. 


Harry S TRUMAN 
President of the United States 
August 16, 1945 
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The Job Ahead 


Reconversion Challenges the States 


souices of the American States have been devoted 

above all else to the winning of the great war. With 
the coming of peace new tasks confront state govern- 
ment—tasks, many of which are no less difficult than 
the efforts required by the war. Under the American 
Constitution the conduct of war is primarily the respon- 
sibility of the federal government and the vast demands 
of modern warfare upon the entire national economy 
necessitate a far-reaching central direction. Peacetime 
goals lack the simplicity of a drive for victory—the ends 
of peace are various and men differ concerning the best 
ways to attain them. Close federal-state local coopera- 
tion was necessary to win the war and will be equally 
necessary to achieve the purposes of peace. But the 
states will now shoulder a greater weight of responsi- 
bility for attainment of the ends of peace than was re- 
quired of them in the winning of the war. 

Among the tasks which now challenge all areas of 
government the promotion of high level employment 
takes first place. During the war and particularly with 
the approach of victory, the states gave high priority 
to planning for postwar employment. State planning 
and development agencies worked closely with private 
citizen groups and with local and federal jurisdictions, 
exploring the possibilities of the most effective utiliza- 
tion of human and material resources. Plans which have 
been developed are in some instances already being put 
into action. Public work projects, necessary to the 
public welfare, will be commenced as materials and 
manpower now become available. Surveys of state 
needs and resources compiled by state agencies are avail- 
able to postwar industry and agriculture, and state offi- 
cials who have worked in these surveys and in the for- 
mulation of state plans are ready to assist citizens in 
making wise choices in postwar enterprises. 

In order to protect those persons who may not readily 
find employment during the transition period of recon- 
version, the states have streamlined and expanded their 
unemployment compensation systems. Effective inter- 
state reciprocal provisions insure prompt compensation 
of war workers who left their homes for employment 
in other parts of the country. They will receive benefit 
payments either in their state of residence or in the 
state in which they have been employed. 

Closely related to the problem of full employment is 
the problem of achieving industrial peace. If the in- 
terests of organized labor and business enterprise were 
incompatible there would be little hope for a continua- 
tion of the freedom which both business and labor have 
in the main enjoyed in America. Americans do not 
want imposed solutions to their differences and the role 
of governments is therefore to find ways and means of 
assisting labor and business to reach agreements with- 
out recourse to work stoppages and strife. Several states 
have already made substantial progress in the study and 
promotion of better industrial relations. There will be 


F:: THREE and one-half years the energies and re- 


opportunity for effective state leadership in this field 
in the years to come. 
In addition to the pressing demands which industrial 


reconversion will make upon state government, the con- 


servation of human and material resources will present 
a series of difficult problems to the states. The war 
drew heavily upon. the national wealth of America and 
the restoration of forest resources and the protection 
of mineral wealth and soil fertility will require con- 
certed state and federal remedial action. Water pollu- 
tion remains a noxious challenge to the states, the health 
of the people and the conservation of the values in 
American lakes and streams requires the abatement of 
the pollution nuisance and the states can make a major 
contribution in this respect. 

Questions involving public health will be prominent 
upon the agenda of state legislatures. Several states 
have already undertaken the expansion of health ser- 
vices and hospital facilities, and commissions for the 
study of the organization and extension of health facili- 
ties are now at work in a number of states. 

Education has been for decades a major state con- 
cern and will continue to be a major state responsibility. 
The consolidation of rural school districts has been 
under way in many states and the equalization and ex- 
tension of educational services has been considered and 
is being acted upon in nearly every state. 

In many states urban redevelopment is a problem re- 
quiring extensive state assistance. Enabling legislation 
and adjustments in state tax and fiscal policy will be 
required in the effort to rebuild and revitalize America’s 
urban communities. The problems of metropolitan 
areas, particularly those spreading across state lines. will 
require interstate cooperative action. The Council of 
State Governments is undertaking a comprehensive 
study of state-local relations which it is hoped will con- 
tribute to the solution of problems in this field. 

Interstate cooperative action in the solution of local 
and regional problems will continue to grow in the 
postwar years. Interstate commissions and compacts 
have increasingly provided effective solutions to inter- 
state problems without burdening the federal govern- 
ment with additional responsibilities. The potentialities 
of interstate agencies have not yet been fully ex- 
plored. 

Never were the states in better position to fulfill their 
responsibilities in the federal union. Wise fiscal policy 
during the war years has given most states a substantial 
financial reserve with which to undertake these postwar 
jobs. Because of state planning in a democratic co- 
operative manner the states are prepared to meet the 
conditions that are now developing as a result of the 
sudden end of the war with Japan. There is no doubt 
that the job ahead is tough but the states are better 
prepared then they have ever been to undertake tough 
assignments. The states are ready to do their part of 
the job. 
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A Constructive Postwar Program 
for Agriculture 


By CHAUNCEY SPARKS 


Governor of Alabama 


HE NATION’S GOALS, we can all agree, are an 
abundance of well-distributed wealth, a top level 
of employment, and a high standard of living— 

the basic elements of prosperity. 

The greatest source of our wealth is the land, and 
the activities of creating wealth from natural resources 
set our economic system in motion. The further acts 
of processing and distributing the wealth of the land 
determine the level of employment, just as the volume, 
variety, and quality of distributed wealth determine our 
standard of living. Agriculture is the source of 65 per 
cent of our raw materials and 100 per cent of our food. 
So the cost of living and the cost of raw materials are 
determined largely by the cost of production on the land. 

Not only is the cost of production on the land a basic 
element in our economy, but the economic welfare of 
people producing on the land directly conditions the 
economic welfare of the nation. There are 30,000,000 
persons on the nation’s 6,000,000 farms. There are at 
least 20,000,000 more in rural areas who are dependent 
almost wholly on agriculture. Thus, 40 per cent of the 
population of the United States relies directly on farm- 
ing for its support. 

We cannot escape the facts that adequate postwar 
programs must embrace the concept that our whole eco- 
nomic structure rests in large measure upon agriculture 
and that lasting economic well-being can be achieved 
only through sound, efficient, and prosperous agricul- 
ture. These facts are fundamental. And, if we are to 
cope successfully with our myriad economic and social 
problems, we must make a fundamental approach. 

I recognize two sides to the problems of agriculture: 
first, the economic; second, the social. We can find 
much relief for all of us through concentration of a 
good share of our energies in assisting agriculture to 
solve both. The effort would not be a mere philanthropic 
attempt to do something to help the farmers but would 
be solely the application of those selfish motives which 
cause us to seek continuing success for our individual 
and joint undertakings. 

Business, industry, finance, and government, as well 
as agriculture, all have definite parts to play in the 
development and execution of this effort from which 
all of us can approach the degree of prosperity for 
which we strive. If we work together in thus strengthen- 
ing our economic foundation, the despair of ill-conceived 
planning will change quickly to optimistic hope. 

On the economic side, first we must recognize that 
subsidies and other artificial stimuli are not permanent 
solutions of agriculture’s problems. Intense changes have 
manifested themselves in our agricultural economy as 
a result of the efforts of strong interest groups which 


have espoused the cause of our farmers and also asq 
result of a well-meaning federal administration. The 
objective toward which our programs have striven has 
not always been elimination of basic faults, and often 
has been unnatural stimulation by means of legislative 
handouts. | would advance the opinion that any play 
which does not strike at the roots of the evils sought 
to be remedied cannot cure and can only stall off untij 
tomorrow what we do not care to face today. 

When we consider our recent federal measures to 
aid the farmer, we can but realize that they are poor 
sedatives. Emphasis has been on reducing production 
and providing it with a crutch rather than making pro. 
duction more efficient, increasing markets, and perfect. 
ing distribution. On the whole, our farm programs have 
concentrated on short-term problems, those that can he 
attacked in terms of prices and incomes over a period 
of a few years. Plans have revolved largely around aid 
for the commercially significant farmers, and little help 
has gone to the more disadvantaged—the smaller, poorer 
farmers and farm tenants and wageworkers. 

There is something basically wrong with agriculture 
which constantly needs nursing, economic propping, 
and legislative doles. I take it the American farmer 
does not ask for charity but for equal opportunity. He 
does not petition for gifts but for common rules and 
access on equal terms to available markets. The claim 
may be made that, in the past, agriculture has been 
robbed through high tariffs and discrimination by in 
dustry and that, by receiving subsidies, farmers are but 
getting back some of the substance of which they have 
been cheated. Past injustices must be forgotten in the 
hope of a sounder future. To undertake the righting of 
an old wrong by creating a new one may be a form di 
justice, but it’s hardly ever profitable. 

We speak often of free enterprise. With its full im 
port, the term should be applied to agriculture. None 
of us advocates subsidizing enterprise, but we have 
come to look upon the grant of subsidies to agriculture 
in a different light. I hold that grants are just as dam 
gerous in either case. I look forward to the time wher 
agriculture shall be freed from all gratuities which de 
stroy the vigor and character of a people and when the 
farmer again will assume fully the independence with 
which he has graced the ranks of our population. 

I believe we should attempt to place industry ané 
agriculture on equal footing, neither privileged to draw 
from the coffers of our governments nor entitled to 
derive from consumers a disproportionate share of the 
nation’s wealth. If industry and agriculture will but ret 
ognize their natural interdependence, whatever strife 
there may be between them will end. Industry can help 
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agriculture to become more efficient in the production 
of farm commodities ; by becoming more efficient, farm- 
ers profitably can reduce raw material prices ; raw ma- 
terial price reduction will lessen the costs of industry ; 
smaller industrial costs and farm prosperity will mean 
an increased market for industry. 

In considering ways to help agriculture economically, 
we also must recognize that one of the most essential 
elements for reducing production costs in agriculture is 
the mechanization of farming operations. There is much 
field work currently undertaken without the benefit of 
adequate mechanical help ; furthermore, the farm chores 
and general farm maintenance which take so much of 
a farmer's time still are being done by costly and in- 
efficient methods ; and such machines as there have been 
developed to date (and these are not all that are re- 
quired) have not reached a large percentage of our 
rural population. The mechanization which has pushed 
industry along so rapidly hardly has touched agricul- 
ture. 

Furthermore, there are millions of farms to which 
electricity is not available. The reasons before given for 
mechanization apply equally to the need for electrifica- 
tion. Several estimates, with considerable variation 
among them, are available on the size of the job yet to 
be done to bring the boon of electricity to rural America. 
The estimate of one well-qualified research agency, 
which avoids either extreme, is that 5,131,000 rural 
consumers could be reached by self-liquidating projects. 

Moreover, increase in tenancy and the loss of equity 
by farmers in the last 50 years has been a trend away 
from our national ideal of owner-operated farms. While 
tenancy properly has a place as a step up the ladder of 
farm ownership, the conditions of tenancy should be 
improved. It must be made possible for us to get away 
from the thralldom under which tenants are placed on 
the extremely short end of a short stick and are pro- 
vided no incentive whatever to practice good husbandry, 
improve the soil, or develop good homes. 

We also can aid agriculture greatly by providing for 
agricultural research, experimentation, and education, 
by establishing assembly and marketing facilities, and by 
encouraging and promoting processing activities. Ap- 
proaching soundly the problems of agriculture involves 
study and investigation and dissemination of the results 
achieved. By way of illustration, much has been dis- 
covered concerning soil conservation and improvement, 
but our information channels have not put fully into 
practice even what we now know to be true. We need 
to develop live-wire programs of research and experi- 
mentation in ways of agriculture and uses of farm prod- 
ucts and forceful campaigns to urge and help the farmer 
in applying the information secured. Particular atten- 
tion should be given to developing additional ways to 
employ agricultural products, not only in new indus- 
tries but also in established ones, especially in surround- 
ing and adjoining areas. 

All of the states need better facilities for assembling 
and marketing agricultural products. More adequate 
farm-to-market roads, depots for the assembling and 
grading of products, and marketing news and assistance 
are all essential. Cold storage, dehydration, improved 
canning, and other processing all point the way to a 
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new agriculture. They can benefit not only the regional 
and national phases of agriculture but also the local 
and subsistence aspects. 

On both the economic and social sides, we must 
recognize at the outset that agriculture has within it 
the element of subsistence as well as the element of 
profit. If I were to propose an agrarian plan, it would 
have as one of its important considerations what I should 
like to term the “level of subsistence.” With the advent 
of rationing, and by our victory gardening and poultry 
raising, all of us have learned that an individual granary 
is the surest foundation upon which our individual 
farm economy can be based. Full barns, fat cattle, 
bulging smoke houses, and a sufficiency of all the prod- 
ucts for household use which a farm can produce in- 
cidental to its broader economy make for a better se- 
curity for our agricultural people than any other system 
yet devised. An abundance of the necessary materials 
of life is not poverty unless we measure that abundance 
solely in terms of farm prices. 

Farming is thought of almost exclusively as a busi- 
ness and only incidentally as a way of life. We have put 
agriculture on the same footing as we have industry, 
providing for it the same type of balance sheets and 
measuring its cash income against its cash outlay. But, 
if we expect to aid agriculture’s millions of little fel- 
lows, we cannot apply solely the industrial yardstick. 

On the social side, which is intimately related to the 
economic, it would be impossible to devise any con- 
structive agricultural program without giving con- 
siderable thought to the homes in which our rural 
people live. Better rural housing is needed acutely. 
Much has been written and said about the squalid con- 
ditions of the city slums. Few authors and public 
speakers have pointed out the same or worse condi- 
tions existing in rural areas. The federal government 
reported in 1934 that some 697,000 occupied farm- 
houses were beyond repair and that, to relieve over- 
crowding, a minimum of 4,000,000 additional rooms 
was required. No less than 1,300,000 farm homes, 
measured by any standard of decency, now are in 
urgent need of replacement. On the basis of minimum 
requirements for a farm dwelling adopted by the De- 
partment of Agriculture, at least 3,000,000 new farm 
homes are essential. 

The structure of a house is but a shell until it is 
provided with water, toilet facilities, heat, light, and 
other essentials. Many farm homes are, in fact, little 
more than such shells. The Farm Housing Survey 
of 1934 showed that in 72.6 per cent, or almost three- 
fourths of the farm homes in the United States, water 
was carried from an average distance of 250 feet. 
Running water was lacking in 83.6 per cent of the 
houses. Nearly 27 per cent had no screens. On 42 
per cent, screens were broken or otherwise unservice- 
able. More than 13 per cent of the houses lacked even 
outdoor toilets, while only 9 per cent had indoor toilets. 
Of these latter, only about one-half were connected 
with septic tanks ; the remainder used cess pools or dis- 
charged directly onto the surface or into a stream. 
Equally bad conditions are present in the lack of other 
conveniences in farm homes. 


(Continued on Page 167) 
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Decentralization of Industry: 
A National Problem 


By WARREN 


Governor of California 


HE worD “decentralization” has been in the 

language of the doctrinaires for many decades. 

It lends itself readily for use as a slogan, and at 

times has been a handy word to suit special purposes. 

It is such a general term that one cannot take a stand 

“for” or “against” it without first reducing it to some 
definition in keeping with the subject at hand. 

Industrial decentralization is sometimes used to 
describe a back-to-the-land movement. It may signify 
the branch office system. Frequently the term implies 
protection for small business, or criticism of large- 
scale enterprise. It has long been part of the vocabulary 
of all anti-monopoly movements. For the purpose of 
this discussion, however, we must restrict the sense in 
which we speak of industrial decentralization. 

Industry is the aggregate activity within our nation 
that is devoted to the extraction of raw materials, and 
their refinement, manufacture, and assembly, to pro- 
duce the tangible things people need in order to live 
decently and comfortably under modern conditions. 

When this activity, which we call industry, is con- 
centrated into a comparatively few highly organized 
plants, factories, or units, it can be described as func- 
tionally centralized. 

When these plants, factories, and units are gathered 
together in a few sections of the nation, industry may 
be said to be, not only functionally, but geographically, 
centralized. 

At the present time industry is, and for many years 
has been, comparatively centralized in both of these 
senses, and we should first attempt to determine 
whether or not a degree of decentralization in either 
sense is desirable for the future. 

The test should be whether or not, under conditions 
as they are today and as they will be in the future, 
industrial decentralization will advance the social and 
economic welfare of the American people, not the peo- 
ple of any state or region. but the people of the entire 
nation. 

When we look back upon the history of this country 
with the gradual westward extension of its frontiers, 
and the periodic changes of its economic pattern as new 
inventions and techniques were introduced, we can easily 
see that there have been times when centralization of 
industry was not only desirable but necessary. 

Until the turn of this century the great problem of 
the American people, like the problem of other nations, 
was to produce enough food—the staff of life—for the 
population. The production of food in former days 
was literally a struggle with the soil, in which a great 
part of our’population found it necessary to engage. 

Only when this food-producing job was done, could 


manpower be spared to make and btuld the tangible 
things that people needed for shelter, for comfort, and 
for transportation, and even then the industrial effor 
of the nation was comparatively primitive and hard. 

Under those conditions a trend toward industrial 
centralization, functionally and even geographically, 
was not only understandable but actually in keeping 
with the times—a concession to that efficiency in the 
use of manpower which was so necessary to solve the 
basic problem of production. 

The centralization of industry which developed 
through the years to the point of concentration we 
find today was, in the main, a natural process, the re 
sult of economic facts as they existed at the time. 

Regional or community aggressiveness contributed 
to it, but it would be fantastic to say that the trend 
itself was the product of local intrigue or regional 
promotion. 

Certainly, no one could truthfully say that the auto- 
mobile industry became entrenched in Michigan merely 
because this state wanted it there; or that the textile 
industry developed on the North Atlantic seaboard 
only because of local interest and without regard to 
more important factors. 

The truth of the matter is that industry tended to 
concentrate functionally in order to solve the problem 
of production as economically as possible, and sought 
those areas where physical conditions were best suited 
to the purpose. 

But the pattern of our economy has been changing 
very rapidly, and with this change must inevitably 
come a modification of some of our ideas about what 
is or is not really economical for the nation as a whole. 

It was not long ago—about the turn of the century— 
that this country needed 38 per cent of all its workers 
to produce enough food for the people in the nation. 

Improved agricultural methods and a better know: 
edge of the secrets of the soil have stepped up agricul 
tural production per unit of manpower to the point 
that today 20 per cent of our workers are sufficient 
to produce, under modern conditions, all the foodstuffs 
our population needs. 

In 1920 we were using 62 per cent of the workers in 
the nation for the production of tangible things: farm 
ing, forestry, mining, manufacturing, and construction 

New inventions and new techniques have likewise 
stepped up industrial production per unit of manpower, 
and in 1940 we produced an immensely larger volume 
of tangible things than ever before, with the services 
of only 50 per cent of our employed workers. 

Millions of workers formerly engaged in the pro 
duction of tangible things in 1920, whether on the farm 
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or in the factory, were no longer needed for the indus- 
trial effort in 1940. 

This process has been going on and will continue 
to goon. Each year brings new labor-saving machinery, 
techniques, and devices. More and more things are 
produced on the farm and in the factories with fewer 
and fewer workers. The urgent necessities of two 
great wars have increased this tempo until today we 
have come to realize that we are actually in the midst 
of a new age—an age wherein our greatest problem 
js no longer the production of food, shelter, and articles 
of necessity or convenience, but rather the consumption 
of the enormous product of which our farms, plants, 
and factories are capable in a new and highly scientific 
day. 

Those workers whose hands and brains are no longer 
needed for the tasks of production, must of necessity, 
find employment either in new forms of industry or in 
those trades and services that develop from increased 
productivity for a steadily growing population. 

That these workers were not being readily absorbed 
into new fields before the war was emphatically dem- 
onstrated by the chronic unemployment that persisted 
until 1941. 

Obviously, to the extent that these workers were 
not absorbed into new occupations, they ceased to be 
customers for our established industries ; and the latter 
suffered regardless of where they were located and 
regardless of the part of the country in which the un- 
employment existed. 


TRENDS IN INDUSTRIAL LOCATION 


No longer can the industry of this country safely 
assume that large scale, closely integrated production, 
however efficient, will find a sure and continuing 
market for its tremendous output, unless some effort 
is made to encourage full and profitable employment 
in every section of the nation. 

The problem has been accentuated by shifts of popu- 
lation from many established centers into new regions 
to meet the requirements of wartime production. 

California, for example, has gained more than a mil- 
lion and a half people—an increase of almost 25 per 
cent over its 1940 population. 

If these people choose, as most of them apparently 
will, to remain in their new location, they must be pro- 
vided with jobs that will give them, not only self- 
support, but the purchasing power that will make them 
good customers for the output of the industry of the 
nation. 

Certainly this employment will not be found entirely 
in agriculture or in the trades and services. These 
new centers of population must be built around the 
solid core of some form of manufacturing activity. 

This is especially true in those sections of our coun- 
try whose latent natural resources have been tapped 
for the first time, and whose industrial activity has 
already been encouraged, as a part of the program of 
war. 

This is not merely the problem of the regions so 
affected. It is, as the title of this article indicates, a 
national problem, for the very simple reason that the 
sum total of employment provided by all industries and 


business activities in the nation must create customers 
with enough purchasing power to buy all the goods 
and services produced. 

It is not possible for the nation asa whole to be 
prosperous if there are communities, states or regions 
where large numbers of people are unemployed, or 
where the population subsists at an income level below 
that which is necessary to maintain the high standard 
of living by which alone we can solve our economic 
problems of the future. 

Viewing the matter, therefore, strictly as a national 
problem, any industry, whether highly centralized or 
widely dispersed, must in the future be appraised not 
only by its ability to produce commodities economically, 
but by its contribution to the creation of customers 
with purchasing power sufficient to absorb the product 
of all industry. 


IMPORTANCE OF BALANCED NATIONAL ECONOMY 


When, therefore, we in the far western states stress 
the importance of retaining those small fractions of the 
basic steel and light metal industries that have come 
to us as a war production program, we are neither 
expressing nor concealing a desire to take away any 
part of those industries from Pittsburgh or Gary. 

The retention of our steel mills at Geneva, Utah, 
and at Fontana, California—big business according to 
western standards, but comparatively small business 
by national standards—will enable our western states 
to develop those secondary and intermediate manu- 
facturing activities which are essential, not only to 
western economic progress, but to the continued 
economic health of the whole nation. 

Increased purchasing power, stemming from a small 
but basic steel industry in the west, will put us in the 
market for an even larger per capita purchase of auto- 
mobiles from Michigan, and other industrial products 
from established centers in other states, than we have 
ever made in the past. We shall in that way become 
an increasingly important insurance factor for the con- 
tinued expansion of the well-established steel industry 
in the east which now serves the manufacturers of 
automobiles, and the manufacturers of other steel-based 
articles that we will be better able to buy. The same 
can be said for the new light metal plants in Nevada, 
Oregon, and Washington. 

The urgency of this factor in the scheme of national 
welfare will be realized by a better understanding in 
the east and middle west that the western states, whose 
industrial activities have been called forth for war, 
have no established basic industries to which they can 
reconvert. The western problem is not reconversion, 
but conversion to something new in the field of basic 
or secondary industry, if that region is to maintain full 
employment for its swollen population. 

Our western states, emphasizing the need for a 
wholesome degree of industrial decentralization, are not 
thereby asserting a demand to take from other sections 
of the country any industry that is now soundly es- 
tablished. Rather, we of the west, seeking to retain 
our wartime industrial developments in fields like 
steel, aluminum and magnesium, are offering to the 

(Continued on page 163) 
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The Rhode Island Cash Sickness 


Compensation Program 


A Pioneer Venture in Social Security 


By Mortimer W. Newton 


Chairman, Rhode Island Unemployment Compensation Board 


ment Compensation program is its failure to 

protect the worker against the hazards of un- 
employment caused by sickness or accident. Yet unem- 
ployment of this type causes the family group greater 
distress, both mental and financial, than does unemploy- 
ment which is the result of economic factors. 

To correct this defect in its Social Security program 
the state of Rhode Island under the administration of 
Governor J. Howard McGrath established a Cash Sick- 
ness Compensation program. Benefits first became pay- 
able on April 1, 1943 and up to July 1, 1945 a total of 
$10,299,941.73 had been distributed to beneficiaries. 

The system is administered by the Unemployment 
Compensation Board, a bipartisan group of three mem- 
bers, appointed by the Governor with the approval of 
the Senate. 


OC NE OF THE major weaknesses of the Unemploy- 


Suort History OF THE PROGRAM 


The Cash Sickness Compensation program was de- 
signed to protect at a reasonable cost those persons who 
received no compensation while they were unemployed 
because of illness. 

If this basic principle had been followed, persons 
who received Workmen’s Compensation because of an 
industrially-caused disability would not have been en- 
titled to draw benefits from the Cash Sickness fund. 
However, the General Assembly provided that the col- 
lection of Workmen’s Compensation or the collection of 
wages from an employer during a period of illness did 
not, in itself, disqualify a worker from receiving Cash 
Sickness benefits at the same time. 

The program is financed entirely by a tax of 1 per 
cent levied on the first $3,000 earned by a worker in a 
calendar year. It should be pointed out, however, that 
this does not represent an additional tax burden on the 
worker, because up to June 1, 1942 Rhode Island work- 
ers had been required to contribute 1.5 per cent of their 
subject wages to the Unemployment Compensation 
fund. 

With the inception of the Cash Sickness program, 
the employee tax for Unemployment Compensation was 
reduced to 0.5 per cent. Thus, the establishment of the 
new program gave the covered workers the protection 
of both the Cash Sickness and Unemployment Compen- 
sation programs at the same cost formerly paid by them 
for the latter. 

The original act provided that only 1 per cent of the 
contributions could be used for administrative expenses, 


but this was found to be totally inadequate for efficient 
operation and the General Assembly amended the ag 
so that now 3 per cent of the contributions are avail. 
able for administrative purposes. 


RELATIONSHIP TO UNEMPLOYMENT COMPENSATION 


Definite economies in operation have been achieved 
because both Unemployment Compensation and Cash 
Sickness Compensation are administered by the same 
agency. Because of this, it was possible to avoid the 
duplication in reports which would have been necessary 
if two agencies had been administratively responsible 

There has been no significant increase in the number 
of reports required from employers. Only one set of 
wage records is forwarded by the employer and these 
are placed in a central file so that they may be used for 
wage credit determinations in either of the programs, 
Minor changes have been made in the quarterly report 
used for submitting Unemployment Compensation con- 
tributions so that the Cash Sickness tax may be re 
ported on the same form. 

In many respects, the procedures followed in Cash 
Sickness and Unemployment Compensation are identi- 
cal. The same benefit formula is used in establishing the 
credits under both systems. The maximum benefits 
range from $34 to $364.50, depending upon the claim 
ant’s earnings in the base year. The weekly rates vary 
from $6.75 to $18, depending upon the earnings in the 
highest quarter of the base year. 

To be eligible for benefits under either program, the 
claimant must have earned at least $100 in covered em- 
ployment during the base period and must serve 4 
one-week waiting period. 

In spite of these similarities, there are major differ- 
ences. The Cash Sickness unit does not make payments 
for a period of illness less than one week in duration, but 
the Unemployment Compensation section pays benefits 
for partial unemployment and considers two weeks d 
partial unemployment the equivalent of one week of 
total unemployment for waiting period purposes. 

All claimants for Unemployment Compensation must 
visit the local office regularly to register for work and 
to receive payments, but in the Cash Sickness program, 
the entire claims procedure can be handled by mail, 
except in the unusual cases. In fact, it would be pos 
sible, under certain circumstances, for a claimant to 
exhaust all of his Cash Sickness benefits without appear 
ing before the medical examiners or any other repre 
sentative of the board. 
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CLAIMS PROCEDURE 


To be valid, a claim for Cash Sickness benefits must 
be filed on a form supplied by the Board which con- 
tains sections to be completed by both the claimant and 
his physician. The portion completed by the physician 
indicates the diagnosis, certifies that the individual is 
totally incapacitated for work, and indicates the prob- 
able duration of the illness. 

Benefits are payable at the expiration of a one-week 
waiting period. The regulations provide that the wait- 
ing period must be a full calendar week—Monday 
through Sunday. Thus, a worker who became disabled 
on Wednesday of a given week could not use the re- 
mainder of that week and the first few days of the 
coming week as the required waiting period. 

The initial claim is not filed until the worker has been 
unemployed because of illness for a full calendar week. 
Furthermore, to meet the eligibility requirements, the 
form must be received in the central office not later than 
three days after the week in question. 

All of the claims are reviewed by the medical exam- 
iner, who either allows or disallows them on the basis 
of information supplied by the claimant’s physician. In 
the event that the data furnished are not sufficient to 
enable the examiner to make a sound determination, the 
physician is requested to furnish additional information. 

In the great majority of the cases, the family physi- 
cians furnish adequate data. However, the Board has 
established the policy that claims in which anemia is 
cited as the disability must be supported by a report 
from a recognized laboratory. 

After the medical phase of the eligibility requirements 
has been determined, the claims are processed in the 
wage record department for a determination of eligibil- 
ity based on wages earned in the base period. Regard- 
less of whether the claimant has the necessary $100 in 
wages, a ledger is prepared which serves as an office 
record for all further transactions in connection with 
the case. 

Notations are made on the ledger by the claims ex- 
aminer, who either approves or disallows the claim, 
depending upon whether it has or has not been filed 
within the proper time. 

In approving claims, the medical examiner indicates 
the number of weeks for which benefits will be allowed 
without calling the claimant for an examination by a 
member of the medical staff. Norms have been estab- 
lished for a number of diseases. Adjustments are made 
at a later date if complications develop. 

If the initial claim is approved, the Cash Sickness unit 
mails to the claimant one of two types of continued 
claims: One of the two types requires the certification 
of a physician while the other does not. The latter type 
is used when the nature of the disability is such that the 
claimant is not required to visit the physician once a 
week. 

Under ordinary circumstances, the claimant would 
receive payments for the number of weeks indicated by 
the medical examiner when the initial claim was re- 
ceived. Payment would be stopped if the claimant re- 
turned to work, or might be extended if the physician 
indicated that complications had arisen. 


MepIcAL REvIEW oF CASES 


To protect the fund against claims filed by malinger- 
ers, periodic examinations are made by the medical 
staff to determine whether certain individuals are still 
incapacitated within the meaning of the Act. During 
the second benefit year which ended on March 31, 1945, 
a total of 22,856 examinations was scheduled by the 
medical officers. The results of these examinations are 
indicated in Table A. 


TABLE A 


Action Taken As a Result of 22,856 Physical Examinations 
Ordered by the Medical Examiner 
April 1, 1944 to March 31, 1945. 


per cent 
Claimants failed to appear; claims denied.... 5,569 24.36 
Claims denied after medical examination. .... 4,769 20.87 
Claims held up pending laboratory tests... ... 434 1.90 
Claims allowed after medical examination... . 11,332 49.58 
Claims allowed pending laboratory tests... .. 675 2.95 
Claims referred to Board................... 77 0.34 
Appointments actually scheduled............ 22,856 100.0 


In selecting the individuals to be called in for exami- 
nation, the type of illness is the determining factor. 
No effort is made to call in a specified percentage of 
the claimants. The decision is made entirely on an in- 
dividual basis. Because all of the examinations are con- 
ducted either in the offices of the Board or in those of 
the Board physicians, it would manifestly be unfair to 
call in certain individuals. No further check is needed, 
for example, on those persons confined to institutions. 

The fact that such a large number of medical exami- 
nations was ordered during the second benefit year 
should not be taken as an indication that the Board’s 
medical staff disagreed with the diagnosis made by the 
claimant’s physician in 22,856 cases. Nothing could be 
farther from the truth. 

Many of the claimants were called in because of the 
procedures which have been established. It should be 
explained at this point that the application for benefits 
requires a statement from the claimant’s attending phy- 
sician as to the date, in his opinion, when the claimant 
will be physically able to return to work. 

Frequently physicians write “unknown” or “indefi- 
nite’ and fail to approximate the date on which the 
claimant will be able to return to work. The Board 
would be remiss in its duties if it did not check on these 
claimants from time to time to determine whether they 
were still disabled. This is particularly true of those 
cases which are of such a nature that the patient is not 
required to make periodic visits to the attending physi- 
cian. 

In the event that the medical staff disallows a claim 
after a medical examination, the claimant may appeal. 
To avoid procedural delays in making payments, the 
Unemployment Compensation Board hears the con- 
tested cases. This insures a more prompt settlement of 
disputes than is possible under Unemployment Com- 
pensation procedures where disputes are heard by a 
referee before they are considered by the Board. 

Under the Cash Sickness program, the referee hears 
only technical appeals on such matters as whether 
wages received during a given week disqualified a 
claimant from benefits; whether the failure to appear 
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for a scheduled physical examination was sufficient 
. grounds for the denial of a claim; and a number of 
other points which have no bearing on the decisions 
made by the medical staff. 

The appeals procedure also provides for an appeal 


from a decision of the Board to the courts. 

BENEFIT PAYMENTS 
A summary of both the receipts and the benefit pay- 
ments of the Cash Sickness fund will be found in Tables 


B and C. Even a cursory analysis of the relationship 
between receipts and payments reveals quite clearly that 
payments cannot be continued at this rate unless there 
is a substantial increase in the available revenues or a 
sharp reduction in the volume of benefit payments. 

The need for corrective legislation was pointed out 
by the Board in its annual report to the Governor which 
was presented on March 15, 1945. Legislation, designed 
to bring about the desired changes, was introduced in 
the General Assembly but failed to pass both Houses. 

In its annual report, the Board indicated that the con- 
tinued solvency of the fund would be ensured if four 
major changes could be made. 

These were: 

1. The establishment of a maximum duration of 
eight weeks in pregnancy cases. 

2. The denial of Cash Sickness benefits to persons 
who were collecting Workmen’s Compensation benefits 
for industrially caused disabilities. 

3. The establishment of restrictions on the eligibility 
of claimants who have withdrawn from the labor market. 

4. The establishment of a new rate structure which 
reflected the total contribution in the base year rather 
than that in the high quarter of the base year. 

If these changes had been made it is quite likely that 
the Cash Sickness program could have continued for 
an indefinite period to protect the workers of the state 
at a cost of 1 per cent of the subject wages. 

The controversy still rages as to whether pregnancy 
is a sickness within the meaning of the Act. The legisla- 
tion which established the program defined sickness as 
follows: “An individual shall be deemed to be sick in 
any week in which because of his physical or mental 
condition, he is unable to perform any services for 
wages ; provided, however, that an individual shall be 
deemed to be sick in any week when such sickness pre- 
vents him from being able to perform his regular serv- 
ices, even though such employee is paid his regular 
wages ar parts thereof by his employer for such ab- 
sence due to sickness.” 

Many students of disability insurance believe that 
pregnancy cases should be excluded from the Cash 
Sickness program. Others believe that the state as a 
whole would benefit if employed mothers could receive 
payments which would assure them of more adequate 
pre-natal care. 

The Board’s recommendation takes into consideration 
the social purposes of the program, but also considers 
the fact that if maternity benefits are continued at the 
: present scale, the entire program might break down. 
Cash Sickness benefits are based upon the worker’s 


> 


earnings in the calendar year which immediately pre- 
cedes the benefit year, and thus, depending upon the 


date the initial claim is filed, it would be possible for g 
claimant to draw benefits in two benefit years. In the 
extreme case, it would be possible for a woman to re. 
ceive benefits totaling $729 during a single pregnaney, 

One of the most unusual situations caused by the 
fixed benefit year is that women whose children are 


born from October to the end of December receive less’ 


than those women whose children are born from May to 
August. While the weekly benefits paid to the women 
may be the same, the aggregate amount may vary as 
much as $364.50 in cases where the women have been 
disabled for exactly the same number of weeks. 

The establishment of an eight-week maximum on the 
benefits paid in pregnancy cases would have limited 
payments to $144 or less, depending upon the wages 
which the claimant had earned in the base year. 

The suggestion that benefits be denied to persons 
who are receiving Workmen’s Compensation was an 
attempt to return to the original concept of Cash Sick- 
ness compensation, namely, that it would pay the worker 
during periods of unemployment, due to sickness, for 
which he received no wages. 

Because workers may collect both benefits simultane- 
ously, some workers receive more than 100 per cent of 
their average weekly wage, plus free medical care dur- 
ing the period of their industrially-caused disability. 

This group of workers, it was felt, was already 
receiving rather substantial benefits from the Work- 
men’s Compensation program and hence was not in as 
great need for relief as the individual who received no 
payment during his illness and who was also forced to 
pay for medical services. 

In view of the fact that the actuarial position of the 
fund was declining, the Board indicated its belief that 
less hardship would be caused by denying Cash Sick- 
ness benefits to those who collected Workmen’s Com- 
pensation, than would be caused if the benefit rates for 
all claimants were reduced so that this group of indi- 
viduals could continue to draw benefits from two 
sources. 

The recommendation that some limit be placed on the 
eligibility of persons who have retired from the labor 
market was prompted by the fact that in extreme cases 
Cash Sickness benefits may be paid 25 months after the 
worker has ceased to pay contributions to the fund. 

While the number of cases of this type receiving bene- 
fits in 1945 was comparatively small, it was feared that 
in the postwar period a large number of persons who 
were no longer attached to the labor market might file 
claims for benefits. 

It was felt that if one of these persons became ill at 
some date after his retirement from the labor market, 
the individual would not suffer any loss in income, for 
the obvious reason that he was then unemployed. 

As the Board pointed out in its report, “If these per- 
sons remain eligible for benefits, as provided under the 
present act, it will be necessary to further reduce the 
benefits which can be paid to the average worker who 
must work day in and day out to adequately care for 
his family. 

The suggestion that changes in the rate structure 
be made was prompted by the realization that the total 
of taxable wages in the postwar period will decline 
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Receipts, Disbursements and Net Increment to Cash Sickness Fund 


Disbursements 


All Other 


68 
1,424.94 
$ 1,425.62 


$ 16,411.09 
5,676.70 
25,278.98 
13,801.15 


$ 61,167.92 
$ 11,950.13 
88,497.63 
39,343.74 
37,164.79 


$176,956.29 


Net Increment or 
Operating Deficit 


+$ 84.99 
+ 397,706.18 


+ 1,185,375.76 
+$1,583,166.93 


+$1,076,770.40 
+ 367,693.52 
+ 121,857.63 
+ 227,530.24 


+$1,793,851.79 
+$ 133,158.42 
— 429,864.95 
— 294,574.20 
3,953.49 


—$ 587,327.24 


Cash Sickness Compensation Fund Statement of Receipts and Disbursements, June 1, 1942 to June 30, 1945 


Tasie B 
Calendar Y ear 
and Quarter Receipts Net Benefits 
Ist quarter 
397,706.86 
ses 1,186,800.70 
Ist quarter .......... $1,093,181.49 
1,209,717.48 $ 836,347.26 
$4,712,188.09 $2,857,168.38 
jot Quarter .......... $1,062,250.93 $ 917,142.38 
1,201,063.54 1,456,294.00 
needs $4,624,304.55 $5,034,675.50 
TaBLe C 
Months Net 
and Benefits 
Years Receipts Paid 
1942 
$ 84.99 
segs 130,314.20 
8,857.15 
. 942,947.39 
1943 
892,863.97 
26,076.21 450,565.97 
.. 813,505.37 313,407.87 
= 26,739.01 294,222.04 
1944 
331,288.95 288,082.99 
es . 497,163.80 347,469.76 
714,511.59 598,691.00 
.. 679,346.34 376,449.87 
1945 
687 564.82 279,488.25 
. 363,260.49 373,737.96 


Transfer 
to Admin. 
Account 


$15,845.92 


22,832.55 
12,621.16 


11,270.04 
10,602.33 
68,973.88 
36,235.96 


35,875.43 


33,265.41 
29,456.67 


Refunds Interest & Costs Balance 
of Contri- on Purchase of at End 
butions Investments of Month 
84.99 
130,399.19 
388,934.70 
$ 0.68 397,791.17 
624,338.75 
1,567 ,286.14 
64.94 $1,360.00 1,583,166.93 
81.24 1,767 ,756.00 
2,644,774.05 
483.93 2,659 ,937.33 
1,348.57 119.56 2,988,331.62 
2,483.39 3,453,845.79 
1,725.18 3,027 630.85 
1,498.69 3,026.850.39 
505.92 3,493,648.64 
441.82 3,149,488.48 
27.39 3,145,225.14 
3,645,322.64 
820.89 3,377 ,018.72 
2.60 3,420,222.08 
427.76 3,815,686.36 
9.68 240.05 3,510,177.14 
300.70 —80.02 3,649,048.17 
6,092.58 3,758,776.18 
2,608.16 3,080,312.19 
3,059,269.51 
931.39 80.03 3,184,577.67 
1,859.53 2,785,737 .99 
544.60 2,758,684.91 
536.10 3,061,045.28 
161.81 2,789 ,691.48 
193.13 2,729,416.60 
76.80 3,104,150.96 
670.18 2,765,453.78 
5,312.87 2,720,206.77 
1,102.83 3,043,018.83 
828.20 2,575,944.82 


sharply and that there will be a corresponding decline 


in the revenues of the Cash Sickness program. 


During the wartime expansion, the taxable wages of 
covered workers in Rhode Island increased from $236,- 
000,000 in 1940 to approximately $468,000,000 in 1943. 
A decline of approximately $11,000,000 in taxable 


wages was reported in 1944. 


To a limited degree, the contraction of the labor mar- 
ket will reduce the number of covered workers and there 
will be a reduction in the potential liability of the fund. 
However, as has been pointed out previously the fund 
continues to be liable for benefits even after workers 
have retired from the labor market. Hence the postwar 
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State Aviation and Airport Problems 


By Cort A. McKENNA 
Member of the Oregon State Tax Commission 


revolutionized our commercial and industrial 

economy ; following the present conflict aviation 
will influence the social, political, and economic prac- 
tices of the entire world. 

Governor Dwight H. Green of Illinois recently made 
the following statement' concerning the expansion of 
aviation : “Of an estimated six million people exposed to 
the emotional stimulation of various phases of aero- 
nautics during the war, as many as one and one-half 
million may become airport users, and with additional 
millions . . . prospective airline travelers.” Before the 
war there were in use only 352 commercial aircraft and 
25,000 civilian planes, in the entire United States, but 
undoubtedly the number of both commercial and private 
planes will be greatly increased after the war. 

The development of the helicopter, which even yet 
has barely passed the experimental stage, bids fair to 
make the highways of the air as much used and as safe 
as the highways of the earth. 

The federal government and the various states are 
already faced with problems of regulation and control 
which will require prompt solution if maximum social 
and economic benefits are to be derived. Other problems 
from the viewpoint of government will develop as the 
full scope of the revolutionary importance of aeronautic 
activity is realized. The time has come when the states 
and the federal government must cooperate. We can 
eliminate much error if we know the problems and face 
actualities with confidence, understanding and determi- 
nation. 

What are some of the problems which the “air age” 
presents : 

(1) The inevitable conflict between national and 
state controls. To what extent should the federal au- 
thority control aeronautics and what are the responsi- 
bilities of the states? This conflict alone presents many 
difficult questions ; among them are these: Shall pilots, 
mechanics, and radio operators be licensed by the states 
or shall the certificates of competency now issued by 
the Civil Aeronautics Administration constitute a li- 
cense that shall be recognized by all the states? If the 
states issue licenses will the other states recognize these 
licenses so that interstate flying need not be hampered ? 
Will a uniform type of examination be required for 
such pilots, mechanics, and radio operators if the state 
license prevails? Should such examination cover all 
types of planes and should the examination be general 
or specific in its nature? Should all aircraft be certi- 
fied as airworthy by the various states or should the 
federal certificate of competency be a sufficient guaran- 


fe THE FIRST WORLD WAR motor transportation 


tee? Will the federal government make adequate exami- 


1 State GoverNMENT, XVIII, (May, 1945), pp. 75-77. 


nations of aircraft in use, so as to guarantee continued 
safety from mechanical defects without encumbering the 
industry with absurd rules and regulations? Will the 
federal government provide for the necessary medical 
examination of pilots? Will the states of the nation be 
responsible for policing airports, aircraft and their 
operation? Will theft of an aircraft constitute a federal 
or a state crime, and if a stolen aircraft is not trans- 
ported beyond state lines will the federal jurisdiction 
apply? Will the federal jurisdiction extend to all air- 
fields including those of a military nature or only to ma- 
jor airports catering to interstate business? Problems 
of this character already are numerous. They can be 
solved only by cooperation between the state and the 
federal government. 

(2) Federal finance. This particular subject is creat- 
ing great interest on account of appropriation meas- 
ures pending in Congress. There is a serious clash of 
opinion between the advocates of the “federal-state” 
pattern and those who defend the ‘“federal-municipal” 
pattern. Under the “federal-state” scheme all federal 
funds would be channeled through the state govern- 
ments; under the “federal-municipal” pattern the fed- 
eral government would lend money directly to the mu- 
nicipalities to defray the expense of providing and 
operating municipal airports. This problem has more 
serious implications than appear on the surface or are 
involved in the question of the apportionment of fed- 
eral funds. The questions of states’ rights and the rela- 
tion of the state to the federal government are involved. 
When a national bureau or agency deals directly witha 
governmental subdivision of the state a major question 
of proper intergovernmental relationships arises. When 
a platter of money is offered by the federal government 
a dog fight begins. Principles are forgotten. The state 
fights the cities and the cities fight the state. If all 
states’ rights in the regulation and control of aviation 
are abandoned to the federal government we shall have 
another phase of our national economy governed by 
bureaucratic regulations and directives beyond the im- 
mediate control of the people. It is generally agreed 
that liberal federal finance for aviation will be necessary 
but it is of equal importance that this finance should not 
be used as a lever to control either the rights of the 
states or the privilege of industrial and commercial ex- 
pansion under private enterprise. 

(3) Federal airways. The federal government has 
designated airways ten miles wide—highways of the 
air over which the state has no control and private 
flyers have no rights therein. A bill is pending in Con- 
gress which would give the federal government juris- 
diction over all air. What then would be the right of 
the state to limit, regulate, or control the action or con- 
duct of any pilot or the right to enforce any law in 
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respect thereto? Under this subject also we might 
mention the location and management of airports and 
the classification thereof, zoning regulations, and rules 
of air conduct—all matters of importance, under which 
jurisdictional disputes can and may arise. 

(4) Taxation and the rights of the various states to 
levy personal property, privilege, or excise taxes. Meth- 
ods of correlating state laws to avoid injustice to the 
industry or individual owners or operators of airplanes 
is of immediate concern, particularly in view of the de- 
cision in the Minnesota v. Northwestern Air Lines case. 
Will the federal government attempt to exempt air-« 
craft from state taxation entirely or will some corre- 
lated plan for taxation be devised with a substance at 
least of uniformity existing in the tax programs of the 
various states? 

(5) Military rights. Military rights have a para- 
mount consideration and if we should be compelled to 
maintain strong military forces civil rights will be 
waived more and more in the interest of military re- 
quirements and demands. 

(6) The relation of government to aircraft manu- 
facture and private enterprise. Practically every pro- 
ducer of aircraft is working either under subsidy or 
under some type of factory ownership by the federal 
government and it will be interesting to watch the fed- 
eral program of postwar reorganization. 

The importance of air transportation has been real- 
ized so suddenly that few legislatures have been pre- 
pared to give intelligent consideration to the problems 
arising. 

The Oregon State Board of Aeronautics was created 
by the legislature in 1921 but until 1935 the efficiency 
of the board was hampered by lack of funds. The 1935 
session levied a one cent per gallon tax on aviation 
gasoline and the funds were appropriated for the use 
of the Board of Aeronautics. In 1941 the Oregon Air- 
port Zoning Law was amended to provide more flexible 
rules governing clearance and limits surrounding all 
airports. Through an enabling act passed by the legisla- 
ture some twenty cities participated in funds furnished 
by the federal government for the construction of air- 
ports costing from $100,000 to $2,000,000. These were 
defense airports located at strategic centers and intended 
for postwar commercial use. Some of these airports are 
already proving a distinct liability rather than an asset 
to the communities, frequently involving maintenance 
costs excessive for smaller municipalities. 

Study of the Oregon laws leads me to believe that 
the present statutes, primarily for strategic reasons, 
should be amended rather than replaced by an entire 
new code. The following suggested amendments are 
worthy of consideration. (a) An enabling act to permit 
the state to accept and disburse federal funds. (b) A 
measure providing for the licensing of airports and a 
more competent regulation thereof. (c) Registration of 
pilots under separate classification for police or patrol 
duties. (d) Taxation by flat fee or some more equitable 
basis than the personal property tax. (e) Licensing and 
qualification of schools of instruction for pilots and 
mechanics. 

Of far greater importance, however, are the crystalli- 
zation of public policy in federal administration and uni- 


formity in the controls maintained by the various states. 
At present, claiming authority in the various branches 
of aeronautics, there is a conglomeration of several fed- 
eral boards issuing and countermanding regulations and 
directives. Ultimately, these must be molded into one 
authority administering the law as determined by Con- 
gress in cooperation with the representatives of gov- 
ernments in the states and local communities. Unless 
the present chaos of legislative and administrative 
action both by the federal government and the various 
states is quickly remedied disastrous interference will 
be experienced in the important and rapidly growing 
field of aeronautics. 


Cash Sickness Compensation 
(Continued from page 159) 


reduction in unemployment which will reduce the cur- 
rent receipts will not immediately reduce the liability 
of the fund to an equal degree. 

Realizing that adjustmente were necessary, the Board 
suggested that the benefit rates be changed to bring the 
benefit payments in line with anticipated revenues. 
Under the existing rate schedule it is possible to have 
extremely wide variations in the rate for persons who 
earn identical amounts in their base period. To cite an 
example, if two persons earned $500 in their base year, 
and thus paid only $5 in contributions to the fund, one 
could be entitled to a rate of $8 a week if these earn- 
ings were spread evenly throughout the year while the 
other whose wages were concentrated principally in one 
quarter could receive a rate of $18 a week. 

It was suggested that the weekly benefit rate be de- 
termined by the earnings in the base year, rather than 
those of the high quarter. The adoption of such a plan 
would bring about substantial savings to the fund and 
would permit payments of approximately 50 per cent of 
the average weekly wage in the base period. 


THE FUTURE OF THE 


During the first 26 months of benefit payments, the 
Cash Sickness fund was able to pay both operating 
expenses and benefit payments from current receipts. 
Until June, 1945 it was not necessary to dip into the 
reserve of $2,659,937.33 which had been accumulated 
prior to April 1, 1943, the date on which the fund first 
became liable for payments. 

Although further drains may be made on this reserve 
during the coming months, it is expected that sufficient 
funds will be available for benefit payments until after 
the next session of the General Assembly. 

Prior to the opening of the legislative session in Jan- 
uary, 1946, the Board will prepare a detailed report on 
its operations and make such recommendations as are 
believed necessary to ensure the continued solvency of 
the fund. The action taken on the recommendations will 
determine the future of the program in Rhode Island, 
but there appears to be little doubt that Cash Sickness 
will be maintained as an integral part of the state’s Social 
Security program and that as employment conditions 
become stabilized there may be a further expansion of 
the program. 


STATE GOVERNMENT 161 


arts 
sal 
; 
veg 
- ‘J 
4, 
| 


Some Statutory Provisions for State Budgets 


By JAMEs W. MARTIN AND VERA BRISCOE 


Bureau of Business Research 
University of Kentucky 


circumscribed by legal provisions, the law in each 

state largely defines the character of budgetary 
expenditures. The attached table has been constructed 
to present principal provisions of the laws respecting the 
formulation of the state budget.’ 


or. financial administration is not altogether 


BupGcet AUTHORITY AND BUDGET STAFFS 


Except for nine states the laws invariably require the 
executive to assume primary responsibility for formulat- 
ing a financial plan. Five states require a board com- 
posed of administrators to prepare the budget document ; 
three employ a board composed of administrators and 
legislators; and one places the function solely in the 
hands of a legislative committee. Except in the case of 
Arkansas, the nine states not having an executive budget 
plan make the Governor ex-officio chairman of the bud- 
get commission or committee or permit him to appoint 
the person who serves as chairman. 

It must not be assumed from the fact that 39 states 
have executive budget plans that the Governor’s author- 
ity is absolute or necessarily extensive. Except for 
Kansas and Indiana no state grants to budget makers 
the authority to revise agency estimates for legislative 
and judicial expenditures. Two states require the Gov- 
ernor to communicate to the legislature his reasons for 
any changes in agency estimates. In Michigan the 
Governor’s authority as to certain aspects of budget 
activity is thinned out by delegation of supervisory re- 
sponsibility over all administrative departments and 
institutions to an administrative board. In all states 
the specific assignment, earmarking, or dedicating of 
revenue to particular purposes greatly restricts the 
budget-making authority of the executive. In many 
states also the Governor’s budget control is reduced by 
disintegration of the administrative structure, particu- 
larly by the existence of officers, boards, and commis- 
sions independent of the Governor. Lack of staff facil- 
ities often impedes gubernatorial budget-making ac- 
tivity. Finally, many states make the term of office of the 
Governor so short that he is denied a reasonable oppor- 
tunity to become an effective finance control officer. 

It is customary that each state provide the budget- 
making authority with staff facilities for the performance 
of the budget functions. Much of the success of budget 
activity depends upon the adequacy and technical caliber 
of the staff as well as upon the dignity of the position 
it occupies. Several general plans (see table p. 164) 
have been developed for providing staff resources. 


1The data presented as of April 1945, are based on an analysis 
of the constitutions and statutes of each state. The information 
for several states has been verified and, in some instances, cor- 
rected by state correspondents, whose cooperation is acknowl- 
edged with cordial thanks. 
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Nearly a third of the states appear to have provided 

a single department to deal with general financial ad- 

* ministration, usually including budgeting, accounting 
control, property management, and purchasing duties, 
Some of these departments also have other fiscal fune- 
tions. Each of the 15 states which adopted this type of 
administrative integration provide that the Governor 
shall be chief budget officer. 

A slightly more popular plan provides for a budget 
bureau, office, or officer connected with or subordinate 
to the executive. In general in those states in which this 
plan is followed the only function assigned to the budget 
officer is that of budget administration. Eighteen states 
—if Nevada, in which the Governor appears to have no 
budget agency outside his own office, is included—em- 
ploy this method of handling the executive budget. In 
several of the other states—largely those having budget 
boards—accountants, clerical workers, and other techni- 
cians are supplied by offices from which board members 
come. Sometimes additional aid is especially employed 
for handling estimates. 

Finally, there is a group of states which makes no 
express provisions for budget staffs but assigns the duty 
of handling estimates to an existing finance officer. 
There is a definite trend away from this formerly popu- 
lar method of organization. 


Bupcet HEARINGS AND BupGET DocuMENTsS 


Most of the states prescribe that the budget-making 
authority or the technical agency which represents that 
authority shall provide for hearings, and in many in- 
stances the law specifies that individual department 
heads may be required to appear at hearings and to give 
evidence. As a practical matter there appears to be 
little difficulty on this particular score. A more funda- 
mental problem seems to be that of securing the attend- 
ance of persons other than department heads. In some 
states there is merely provision that a public hearing 
shall be held without any specifications as to who shall 
present evidence. In other instances, such hearings may 
be provided either at the discretion of the budget agency 
or of the chief executive or on demand of some person 
desiring to be heard. 

Also, there is a group of states in which the law makes 
no express provision for hearings. However, available 
information seems to indicate that in nearly all such 
instances the budget-making authority or the staff agency 
provides informal hearings if requested to do so. 

The legal provisions respecting the budget document 
itself appear to have some significance. Some states 
provide no statutory directions whatever respecting a 
budget document and permit the budget-making author- 
ity to make decisions regarding the form and content. 

Many states lay down requirements respecting the 
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content of the budget document, which may be specific 
or general, but leave reasonable discretion in the hands 
of the administration. The statutes in such instances 
may or may not specify the extent to which the docu- 
ment shall reflect a comprehensive plan involving rev- 
enues and expenditures as well as statements respecting 
financial status. 

There is a third group of states which makes minute 
statutory specifications regarding the form and content 
of the budget document. Ordinarily such statutes, as 
well as some of those previously referred to, specifically 
require that the budget agency prepare fiscal legislation, 
at least appropriation measures. In some cases in both 
connections the law provides that the Governor shall 
state his general policy in a message which reflects a 
summary of the facts included in the budget document. 


FiscAL YEARS 


Despite a recent contrary change in New York state, 
the trend in the past few years has been toward a fiscal 
year commencing on July 1. At present 40 states use 
this date as the opening of the fiscal year including 
Missouri which was added to the list when the new con- 
stitution of that state became effective July 1, 1945. 

Two states open fiscal operations on January 1 and 
three on April 1, and three other states use October 1, 
June 1, and September | as the beginning of the fiscal year. 

A table of state budgetary provisions follows on page 
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Decentralization of Industry 
(Continued from page 155) 


nation a solid contribution of purchasing power with- 
out which American industry, as a whole, will not 
survive. 

I am glad that this is so, because there would be less 
justification for planning a western or a southern pros- 
perity at the expense of the east or middle west, than 
there would be for planning American prosperity at the 
expense of our neighbors and allies—a principle that 
is being abandoned in the international sphere, just 
as we must abandon it within the United States. 

We want every section of the country to retain not 
only what industry it has had in the past, but also to 
expand it until every available worker has a real job, 
with sufficient purchasing power in the aggregate to 
buy all the things that are raised and manufactured 
throughout the country. Such expansion must take 
place if the nation is to prosper. In this expansion we 
want every part of the country to share. All of us 
cannot economically manufacture automobiles, shoes, 
petroleum products, textiles, or watches any more than 
we can all produce wheat, corn, citrus fruits or live- 
stock for national consumption. On the other hand, 
every section of this great country can process or 
manufacture some things that are essential for its own 
needs and which will balance its economy. Most sec- 
tions are now manufacturing something for the war 
program. The problem is to keep those plants operating 
when peace comes, in order to utilize the mechanical 
skills that have been developed in wartime and to sup- 
ply jobs to our returning veterans. 


How can it be accomplished? Certainly it cannot 
be achieved simply by statute or executive order. Stat- 
utes do not establish prosperous business enterprises. 
Neither do other forms of governmental action. But 
government on all its levels and particularly the federal 
government can be sympathetic to such diffusion of 
industry. It can seek to perpetuate for peace those 
establishments that have been so helpful in war. This 
sympathy can be manifested by the government in all 
its reconversion activities. 

Something can be done within our own Council of 
State Governments to get at the facts, both physical 
and economic, that are necessary to the development 
of sound policy. 

We can be interested in a program for the disposal 
of war plants and surplus properties, in the timing of 
reconversion plans, in the stimulation and reconstruc- 
tion of small business, and most important of all, in 
cooperating with everyone both in government, and in 
business to develop jobs—jobs in every part of the 
country. There can be no substitute for jobs. Through 
the Governors’ Conference we can discredit trade bar- 
riers, avoid sectional disputes and attack domestic 
isolationism, as international isolation has recently been 
attacked at the United Nations Conference at San 
Francisco. In the charter just adopted it was recognized 
that economic prosperity throughout the world is the 
keystone to world peace. Nothing can be more funda- 
mental. 


No Favorep TREATMENT ASKED 


As a western governor, I come from a section where 
we have farms, small business and new industry, but, 
let me say that, as a western governor, I make no case 
for the new and small industry of the west merely on 
the ground that it is small and new. I stand upon the pro- 
position that the survival of industry of this kind, not 
only in the west, but in all sections of the country, is a 
vital and integral part of our democratic development. 

I make no case for western industry as a challenge 
to the well-settled industry of the east and middle west 
but I do make the point that the competitive spirit 
must be fostered if we are to escape the results of a 
shortsighted concentration that runs counter to our 
new goal of full employment and a high standard of 
living in America. 

I make no case for western prosperity as an isolated 
phenomenon, but I do rest firmly upon the conviction 
that the shock of a western or southern depression will 
adversely affect the entire nation and might be the 
Achilles’ heel in our national economy. 

My great concern, which I am sure I share with you, 
is that when our boys have whipped Japan into sub- 
mission, there will be jobs and purchasing power for 
them and the loyal workers who supported them, re- 
gardless of where they live. 

Let us, therefore, in our approach to a difficult but 
important problem, stress, not sectionalism, but the 
need for the creation in America of an economy that 
will ever be in keeping, not only with the need, but 
with the aspirations of the American people—wher- 
ever they may be—in north or south or east or west— 
because they are all Americans and this is all America. 
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Budget-making 
authority 


Type of staff 
agency 


Provisions for 
hearings 


Provisions for 
budget document 


ALABAMA.......... 
Code, 1940, title 55, 
secs. 92-107 


Laws oft 1943, chap. 86 


ARKANSAS. 
Digest of Statutes, 
1937, secs. 6159-6165 


CALIFORNIA. . 
Constitution, art. IV; 
Political Code, 1936, 
sec. 656 


COLORADO......... 
Administrative Code 
of 1941, secs. 9, 12-19, 
29 


CONNECTICUT 
General Statutes, 
1930, chap. 10,sec.178; 
1939 Supplement, 
chap. 8, sec. 52e 


DELAWARE......... 
Revised Code, 1935, 
chap. 160, secs. 5407, 
5417; Laws of Dela- 
ware, 1939, chap. 204 


Statutes, 1941, chap. 
216 


Supplement to Code, 
1931, sec. 2158 


Code, 1932, secs. 65— 
3401 to 65-3415. State 
Laws, 1941, chap. 75; 
State Laws, 1943, 
chap. 101 


Revised Statutes, 
1937, chap. 127, secs. 
37, 193-200 


Burns Revised Stat- 
utes (1943 Replace- 
ment), secs. 60-401 to 
60-420; Acté, 1941, 
chap. 106; Acts, 1945, 
chap. 152 


Code, 1929, 
secs. 84.03-84.33 


Governor 


Governor 


Legislative board. At 
each biennial session 
Speaker of House ap- 
poate 7 members and 

resident of Senate ap- 
ary 5, who make up 

int Budget Committee 


Governor 


Governor 


Governor 


Administrative board: 
Governor as chairman, 
Auditor of Accounts, 
Treasurer, Secretary of 
State, and Tax Com- 
missioner compose Budg- 
et Commission 


Administrative board: 
Governor as chairman, 
Secretary of State, 
Comptroller, Treasurer, 
Attorney General, Com- 
missioner of Agriculture, 
and State Superintend- 
ent of Public Instruc- 
tion 


Governor 


Governor 


Governor 


Administrative-legisla- 
tive board: Director 
and 2 members from 
each house, all appointed 
by Governor 


Governor 


Division of the Budget 
in Department of Fi- 
nance 


Governor and Auditor 


State Auditor collects 
information 


Division of Budgets and 
Accounts, Department 
of Finance 


Division of Budgets un- 
der State Budget and 
Efficiency Commissioner 
who is a civil service em- 
ployee 


Department of Finance 
and Control headed by 
a Commissioner who 
appoints a Budget Di- 
rector 


Budget Commission 
authorized to employ 
accountants and audi- 
tors 


Governor may employ 
assistants to aid Budget 
Commission 


Budget Bureau estab- 
lished in Governor's of- 
fice; Governor is ez- 
officio director, State 
Auditor is assistant di- 
rector 


Director of Budget ap- 
pointed by Governor 
with office in executive 
department 


Budget work donein De- 
partment of Finance, 
Director of which ap- 
points Budget Director 


Director of the Budget, 
appointed by Governor 


Office of State Comp- 
troller performs budget 
functions 


Public hearings at least 
two weeks prior to leg- 
islative session. Gover- 
nor may require attend- 
ance of heads of spend- 
ing agencies 


Governor to hold hear- 
ings 


No explicit statutory re- 
quirement 


Governor shall hold 
such hearings as request- 
ed by spending agencies 
or that he may deem de- 
sirable 


Governor may attend 
open hearings of joint 
legislative committee 


Budget Commission 
holds public hearings; 
may require attendance 
of heads of spending 
agencies 


Governor may hold pub- 
lic hearings and may re- 
quire attendance of 
heads of spending agen- 
cies. Finance Commis- 
sion (Governor and leg- 
islators) hear appeals 
from Governor's action 


Open hearings by joint 
legislative committee 


Directors of Finance 
and Budget with Budg- 
etary Commission hold 
hearings 


Budget Committee holds 
open hearings and may 
require any administra- 
tive officer to give evi- 
dence 


Governor holds public 
hearings; may require 
attendance of adminis- 
trative officials 


Prescribes form and con- 
tents. Appropriation 
bills to be prepared 


Prescribes general con- 
tents including draft of 
revenue and appropria- 
tion bills 


No document required. 
Budget Committee in 
General Assembly pre- 
pares appropriation bills 
on basis of information 
supplied by Auditor 


Must be presented in de- 

tail accompanied by ap- 

pees bill to each 
ouse of Legislature 


Message of state fiscal 
policy, detailed estimates 
of revenue and expendi- 
tures, as well as debt 
status, and general ap- 
propriation bill 


Prescribes form and con- 
tents. Appropriation 
bills to be prepared 


Prescribes general con- 
tents 


Prescribes general con- 
tents 


Requirements not spe- 
cific. Appropriation bill 
to be prepared 


Prescribes general con- 
tents 


Requirements not spe- 
cific 


Prescribes general con- 
tents 


Prescribes form and con- 
tents. Appropriation 
bills to be prepared 


Fiscal 
year 


Oct. 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 
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July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 


July 1 
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STATE BUDGET MAKING: LEGAL PROVISIONS—Continued 


State Budget-making Type of staff Provisions for Provisions for year 
Source authority agency hearings budget document begins 
0 Governor State Budget Director Administrative officials Requirements not spe- July 1 
General Statutes, and Accountant whose may request Governor’ cific. Governor to sub- 
1935, secs. 75-11a01, office is in executive de- _ to hold hearings; legisla- mit recommendations in 
75-3002, 75-3013, partment tive committee may re- a message to Legislature 
75-3015a, 75-3131a; quire attendance of 
amended 1945 Budget Director at its 
meetings 
KENTUCKY ye Governor Division of Budget in Governor holdshearings Prescribes contents July 1 
Revised Statutes 1944, Department of Finance as he deems necessary cifically. Appropriation 
secs. 45.010—45.140 . bills to be prepared 
LOUISIANA.... Governor Division of Budget in Budget officer holds Prescribes contents spe- Julyl 
Act 111, 1942 Department of Finance’ hearings as he deems cifically. Appropriation 
necessary bills to be prepared 
Governor State Budget Officer in Not specific, but hear-  Prescribesformandcon- July 1 
ened Statutes, Department of Finance ings are held with advi- tents. Appropriation 
chap. 14, secs. 6-14 sory committee com- bills to be prepared 
posed of legislators 
Conetioansee- art. 3, Procurement at- tents 
sec. 52; Code, 1939, tached to executive 
art. 41, art. 15-A office 
MASSACHUSETTS. . Governor Prescribes contents ina July1 
Constitution, art. 63; of Commission of Ad- very general form 
General Laws, 1932, ministration and Finance 
chap. 29, sec. 6, chap.7, 
secs. 2, 3, 4, chap. 4, 
sec. 7(9) 
MICHIGAN . Governor Budget Director and Director holds hearings Prescribes contentsina July 1 
Mason's 1940 Supple- staff constitute depart- at which he may require very general form 
ment to Compiled ment (responsible to attendance of heads of 
Laws, chap. 11, secs. Governor) spending agencies 
201, 203, 212-225 
MINNESOTA........ Governor @6. Prescribesformandcon- July 1 
Statutes, 1941, secs. ministration performs tents 
16.01, 16.02, 16.14, budget duties along with 
16.15, 16.29 other functions connect- 
ed with financial admin- 
istration 
MISSISSIPPI........ Governor Governor employs as- Budget Officer holds Requirements not spe- July1 
Code, 1942, sistance as he deems hearings with adminis- cific 
secs. 9103-9117 necessary. He appoints trative officials 
Secretary of Budget 
Commission; Chairman 
of State Tax Commis- 
sion, ex-officio assistant 
director 
MISSOURI. Governor Chairman of State Tax Governor may hold pub- Prescribesformandcon- Jan. 1 
Revised Statutes, Commission is ex-officio lic hearings and require __ tents 
1939, secs. 10895- Budget Director attendance of adminis- 
10909 (New Constitu- trative officials 
tion will alter.) 
MONTANA. Administrative board: Clerical workers in of- Heads of spending agen- Prescribesformandcon- July1 
Revised Codes 1938, Governor as chairman, _fices of Governor, Secre- cies and budget board _ tents : 
secs. 294-304 Secretary of State, At- tory ofState,and Attor- have a right to be heard 
torney General make up ney General before Legislature 
State Board of Exam- 
iners 
NEBRASKA. Governor Tax Commissioner pre- Governor may provide Requirements prescribed July 1 
Revised Statu tes, pares estimates and rec- for public hearings be- very generally 
1943, secs. 81-125 to ommendations tween Nov. 15 and Dec. 
81-138 15 preceding legislative 
year 
NEVADA. Governor may provide Prescribes general con- July 1 
Compiled Laws, 1929, for hearings and mayre-__—tents 
sec. 6995 quire representation of 
spending agencies 
NEW HAMPSHIRE... Governor Office of Comptroller Governor holds public  Prescribes form andcon- July 1 
Revised Laws, 1942, Executive Department hearings and may re-_ tents. Appropriation 
chap. 25, secs. 1-16 quire heads of spending _ bills to be prepared 
agencies to attend 
NEW JERSEY.. Governor State Budget Bureau, Budget Director or his July 1 


Public Laws, 1944, 
chap. 112, art. 3 


Department of Taxation 


and Finance. Head of 
Department is Budget 
tor 


representative may hold 
public hearings 


Prescribes contents spe- 
cifically 
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State 
Source 


Budget-making 
authority 


Type of staff 
agency 


Provisions for 
hearings 


Provisions for 
budget document 


NEW MEXICO...... 
Statutes, 1941, secs. 
7-101, 7-401 to 7-405; 
1943 Laws, chap. 9 


NEW YORK......... 
Constitution, art. 7; 
Thompson's Laws, 
1939, Executive Law, 
art. 2-A, secs. 12-14, 
State Finance Law, 
art. III, secs. 20-25 


NORTH CAROLINA.. 
Revised Statutes, 
1943, chap. 143, art. 1 


NORTH DAKOTA... 
Revised Code, 1943, 
chap. 54-15 


OHIO 
Page's General Code, 
1937, secs. 154-6, 
154-31 to 154-35 


OKLAHOMA........ 
Statutes, 1941, secs. 
21-33, title 62 


Compiled Laws, 1940, 
secs. 92-101 to 92-112 


PENNSYLVANIA.... 
Purdon’s Statutes, 
1936, title 71, art. vi, 
secs. 221-227 


RHODE ISLAND. 
General Laws, 1938, 
chap. 7, secs. 1-4; 
Public Laws, 1940, 
chap. 881 


SOUTH CAROLINA.. 
Code of Laws, 1942, 
secs. 3213-3222 


SOUTH DAKOTA.... 
Code, 1939, secs. 
55.2003, 55.2101— 
55.2108 


TENNESSEE. . 
William's Code, ‘sec. 
255 


Constitution, art. 3, 
sec. 49a: Vernon’s 


Statutes, 1936, arts. 
601, 603, 688-689a8 


Code, 1943, secs. 
82c-2-2, 82c-2-18, 
82c-2-19, 87-27 


Governor 


Governor 


Governor 


Legislative-administra- 
tive board: Governor 
as chairman, Chairman 
of Appropriation Com- 
mittee of each house, 
State Auditor, and At- 
torney General 


Governor 


Governor 


Governor 


Governor 


Governor 


Legislative-administra- 
tive board: Governor; 
Chairman, Senate Fi- 
nance Committee; Chair- 
man, House Ways and 
Means Committee 


Governor 


Governor 


Administrative board: 
Governor, Board of 
Control, Comptroller 


Governor 


Office of Budget Direc- 
tor who is also Assistant 
Comptroller performs 
principal budget duties 


Division of Budget with- 
in executive department 


Budget Bureau in Gov- 
ernor’s office 


Budget Board employs 
accountants, clerks, 
stenographers as neces- 
sary 


Director of Finance 
through its sub-division, 
the budget office, and 
the Superintendent of 
the Budget prepare esti- 
mates 


Budget Officer and his 
staff are appointed by 
Governor 


Governor appoints an 
executive secretary who 
shall be a statistician. 
Secretary may employ 
assistants 


Governor appoints a 
Budget Secretary. He 
also appoints consult- 
ants, clerks, eic., toserve 
as staff in executive of- 
fice 


State Department of 
Finance acts as budget 
office 


Governor is chief budget 
officer and he employs 
assistance as necessary 


Secretary of Finance ap- 
pointed by Governor to 
perform budget func- 
tions 


Department of Budget 
is assigned duties of 
budget preparation 


Budget Division of State 
Board of Control, which 
is three citizens appoint- 
ed by Governor 


Commissioner of Fi- 
nance, who heads De- 
partment of Finance ap- 
points a budget officer to 
aid Governor 


Governor holds hear- 
ings and may require 
heads of spending agen- 
cies to attend 


Governor holds hearings 
at which he may require 
attendance of heads of 
departments and their 
subordinates 


Director of Budget holds 
hearings which shall be 
public 


Budget Board gives pub- 
lic hearings if adminis- 
trative officials request, 
or if Board deems neces- 
sary 


Director may rev ise de- 
partments’ estimates 
after hearing is given 
administrative officials 


Governor shall hold 
hearings to be public 
and may require attend- 
ance of heads of spend- 
ing agencies 


Governor may provide, 
or may be required by 
spending agency to pro- 
vide, hearings 


Budget Commission to 
hold public hearings 


Governor and Secretary 
of Finance hold public 
hearings 


None required 


State Board of Control 
holds public hearings 


Governor may provide 
for hearings and may re- 
quire attendance of 
heads of spending agen- 
cies 


Prescribes general con- 
tents 


Prescribes general con- 
tents. Appropriation 
bills to be prepared and 
included 


Prescribes general con- 
tents. Appropriation 
and finance bills to be 
prepared 


Requirements not defi- 
nite. Board sends rec- 
ommendations together 
with original estimates 
of spending agencies to 
Legislature 


Prescribes general con- 
tents 


Prescribes general con- 
tents. Appropriation 
bills to be prepared 


Requirements not spe- 
cific 


Requirements not spe- 
cific. Governor submits 
recommendations to 
Legislature with original 
estimate requests 


Prescribes general con- 
tents 


Prescribes general con- 
tents 


Prescribes general con- 
tents. Also requires all 
information about any 
one spending agency to 
be in one section 


Prescribes general con- 
tents 


Prescribes general con- 
tents. Governor must 
prepare 5 separate ap- 
propriation bills. Comp- 
troller prepares revenue 
estimates which cannot 
be over-appropriated 
except by 4/5 vote in 
each house 


Prescribes general con- 
tents 


April 1 


July 1 


July 1 


Jan. 1 


July 1 


Jan. 1 


June 1 


July 1 


July 1 


July 1 


July 1 


Sept. 1 


July 1 
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July 1 


July 1 


Jan. 1 


July 1 
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june 1 


July 1 


July 1 


July 1 


July 1 


Sept. 1 


July 1 


State Budget-making Type of staff Provisions for Provisions for 
Source authority agency h budget document begins 
VERMONT..... .... Governor Gowermor, Prescribes general con- July 1 
Public Laws, 1923, assistants in preparing tents 
secs. 552-563; Laws, budget 
1939, no. 9 
VIRGINIA........... Governor Governor appoints a Di- Governor to provide for Prescribes general con- July 1 
Code, 1942, secs. rector of the Division of | public hearings. Re- tents. Also Governor 
2577a-2577r the Budget and other quires attendance of prepares a tentative bill 
assistants . heads of spending agen- for proposed appropria- 
cies tions 
WASHINGTON ...... Governor Division of Budget, Ac- Governor to hold hear-  Prescribes general con- April 1 
Remington's Revised counts, and Control in ings. May require at- tents 
Statutes, 1933, chap. 3, Department of Finance, tendance of heads of 
secs. 10927-1 to 10927- Budget, and Business spending agencies 
14; 1940 Supplement, 
chap. 1, secs. 10761, 
10786-13, 10786-18; 
1941 Supplement, 
chap. 4, secs. 11018-7 
to 11018-12 
WEST VIRGINIA.... Administrative board: Budgetofficeactsasstaff Hearings provided for Prescribes general con- July 1 
Constitution, art. 6, Governor as Chairman, agency of board by legislative commit- tents 
sec. 51; Code, 1943, Secretary of State, Aud- tees 
secs. 265(1)—265(33), itor, Superintendent of 
264(1) Free Schools, Treasurer, 
Attorney General, and 
Commissioner of Agri- 
culture 
WISCONSIN......... Governor State Budget Bureau in Governor-elect to hold Prescribes general con- July 1 
Statutes, 1943, secs. executive department public hearings on esti- tents. Appropriation 
15.01-15.18 mates. Director of bills to be prepared 
Budget must attend 
ae Governor Division of Budget in Governor to provide for Prescribes general con- April 1 


Revised Statutes, 
1931, secs. 16-101 to 
16-120, 109-1409; 1940 
Supplement, sec. 
16.111 


executive department 


public hearings. May 
require attendance of 
heads of spending agen- 
cies 


tents. Appropriation 
bills to be prepared 


A Constructive Postwar Program 
for Agriculture 
(Continued from Page 153) 


The remarks I have made concerning farm houses 
are just as applicable to other farm buildings, which 
for the most part, are similarly inefficient for the pur- 
poses for which they are utilized and which likewise 
are in bad repair. 

Another startling fact is that only about one-fourth 
of the farm families in the United States have diets 
that can be considered adequate from the nutritionist’s 
point of view; not more than one-third have fair diets ; 
and one-third have poor diets. This condition is not 
necessarily caused by inadequate incomes, although 
that is an important factor, but principally by a failure 
of farmers to provide well for their own subsistence. 

A health survey of 11,494 persons on farms in 17 
states made by the Farm Security Administration in 
1940 disclosed that the average person had about 3.4 
physical defects or diseases. Most of these diseases and 
defects could have been prevented or could be cured 
through the provision of adequate medical care, more 
effective public health work, and greater emphasis on 
proper foods. The shortage of physicians and the lack 
of hospital facilities in rural areas is an old and pitiful 
Story. 


These social facts perhaps will strike closer home to 
those of us who are not farmers when we consider the 
constant shift of farm population to the city. Industry, 
for example, will care more about diet and medical 
care of rural dwellers when it recognizes them as the 
major present and probable future source of factory 
workers. 

The several ways which I have suggested to im- 
prove our agriculture, and hence improve our entire 
economy, demand the energies and resources of all of 
us. There are suitable jobs and opportunities for 


business, industry, finance, and government. And, 
of course, agriculture itself must help. I do not 


think it proper or wise for government to usurp or 
accept the full task. There may be certain areas in 
which government can perform best, but there also 
are areas which should be undertaken privately. 

Business, industry, and finance must be made to 
recognize their duties and interests as regards agricul- 
tural prosperity. In event of their default, government 
must forge ahead, notwithstanding it may be less quali- 
fied. Should that be the case, the cry of “bureaucracy” 
will hardly be justified. We often criticize the national 
government for appropriating state prerogatives. In 
some instances, we should remember, the control of 
the federal government against which we cry out is due 
solely to the past failure of the states to do the job 
and do it right. 
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Senator Wiley Asks for Joint Congressional 
Committee on Federal-State Relations 


Eprror’s Note: On July 21, Senator Alexander Wiley, of Wisconsin, introduced a concurrent resolution (S. Con. 
Res. 24) to create a committee to be composed of five members of the Senate and five members of the House to make 
a full study and investigation of the interrelations between federal, state, and local governments, with a view to the 
maintenance of the proper distribution of function among those governments. In explanation of his resolution, Sen- 
ator Wiley spoke briefly on the floor of the Senate respecting the present status of intergovernmental relationships, 
and the editors of Stare GovERNMENT are appreciative of his courtesy in permitting the following extracts of his 
remarks to be printed in this issue. Senator Wiley’s remarks are printed in full in the Congressional Record for 
Saturday, July 21, 1945, and the complete text of lis resolution appears at the bottom of this page. 


I wouLp not submit this concurrent resolution to create 
still another congressional committee did not the situation 
urgently demand it. 

The battle between the proponents of centralization and 
the advocates of local self-government will rage fiercely in 
the coming months and years. The battle between local 
democracy at the crossroads and federal bureaucracy in 
Washington, D. C. will be intense and unremitting. . . . 

For years we have looked with dismay not only upon 
the kidnaping of states’ rights by the federal government, 


but upon the insidious federal undermining of the will to 


local self-rule. 

Now we can do something to halt and reverse this 
process by agreeing to this concurrent resolution. 

But there are other compelling reasons for this joint 
committee. .. . 

Everyone can see that there is a vast twilight area be- 
tween the powers and the functions of the state and fed- 
eral governments. This committee could help clear up that 
twilight area. 

Right now the joint committee, if it were established, 
could scrutinize the national airport program. his com- 
mittee could point out that this program, if enacted, would 
short-circuit and circumvent state governments... . 

Right now this joint committee, if established, could be 
working for the immediate return of state employment 
services to the states. 

If this joint committee were established now, it could be 
working to restore other powers to our states and localities, 
for the states and localities can stand on their own feet to- 
day and reassume the powers that were taken from them. 

Our states today are in a better financial condition than 
they have been for perhaps the last 100 years. They are 
perhaps in a far better condition than any of the other levels 
of government. Almost all of the states have substantial 
surpluses largely invested in war bonds. A considerable 
part of these surpluses are earmarked for postwar public 


works. The states need a green light to go ahead. The 
establishment of this joint committee would flash that light, 

Sut do not mistake the purpose of this committee as being 
to force a return to the past. The past is dead. The purpose 
of this committee would be to review existing legislation 
on the statute books, to review pending legislation, and to 
formulate its own plans and legislation whereby the im- 
mortal concepts of checks and balances in the American 
Constitution could be dynamically interpreted and imple- 
mented for the needs of today and tomorrow. 

Woodrow Wilson once said: 

The question of the relation of the states to the 
federal government is the cardinal question of our 
constitutional system. It cannot be settled by the opin- 
ion of any one generation because it is a question of 
growth, and every successive stage of our political and 
economic development gives it a new aspect, makes it 
a new question. 

I ask, then, is not a joint committee on federal-state re- 
lations, dedicated to so momentous a question, desirable now 
and in the years to come? 

In these last significant days—and how significant they 
have been—and in what will take place next week (Senate 
ratification of the United Nations Charter)—and how 
significant that will be—America will have cut her moor- 
ings from the past, not simply politically but economically, 
agriculturally, on the sea, and in the air. This national 
government of ours, by the acts of this very Congress, has 
decided, in fact and in deed, to act its part on the world 
stage... . I say in all sincerity to the members of the Sen- 
ate, is not this an added reason why we should reinstate 
the relationship between the states and the government 
contemplated by the founding fathers when they formed 
the Constitution . . . the federal government is reaching 
out into the whole world. It has plenty to do in the inter- 
national picture without taking over the functions which, 
under the Constitution, belong to local government. 


Text of Senate Concurrent Resolution 24 


Resolved by the Senate (the House of Representatives con- 
curring), That there is hereby established a Joint Committee on 
Federal-State Relations (hereinafter referred to as the commit- 
tee) to be composed of 5 Members of the Senate to be appointed 
by the President of the Senate, and 5 Members of the House of 
Representatives to be appointed by the Speaker of the House of 
Representatives. Vacancies in the membership of the committee 
shall not affect the power of the remaining members to execute 
the function of the committee, and shall be filled in the same 
manner as in the case of the original selection. The committee 
shall select a chairman and a vice chairman from among its 
members. 

Sec. 2. The committee shall make a full and complete stud) 
and investigation of the present interrelationships between the 
powers and work of Federal, State, and local governments, with 
a view to making recommendations for the restoration and the 
maintenance of the proper distribution of authority and functions 
among those governments as provided under the Constitution of 
the United States, and with a view to making recommendations 
for the encouragement of harmony, efficiency, economy, and co- 
operation in the interrelated work of Federal, State, and local 
governments. 

Sec. 3. (a) The committee, or any duly authorized subcom- 


mittee thereof, is authorized to sit and act at such places and 
times during the sessions, recesses, and adjourned periods of the 
Seventy-ninth Congress, to require by subpena or otherwise the 
attendance of such witnesses and the production of such books, 
papers, and documents, to administer such oaths, to take such 
testumony, to procure such printing and binding, and to make 
such expenditures as it deems advisable. The cost of steno 
graphic services to report such hearings shall not be in excess of 
25 cents per hundred words. 

(b) The committee is empowered to appoint and fix the com- 
pensation of such experts, consultants, and clerical and steno- 
graphic assistants as it deems necessary and advisable, but the 
compensation so fixed shall not exceed the compensation pre- 
scribed under the Classification Act of 1923, as amended, for 
comparable duties. 

(c) The expenses of the committee, which shall not exceed 
$10,000, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of 
Representatives, upon vouchers signed by the chairman. 

(d) The committee shall report to the Senate and the House 
of Representatives at the earliest practicable date the results of 
its study, together with such recommendations as it may deem 
advisable. 
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WASHINGTON REPORT 


Housing 

Tue TAFT SuBCOMMITTEE on Housing and Urban Rede- 
velopment of the Senate Postwar Planning Committee 
(George Committee) has issued its report on postwar hous- 
ing based ‘on extensive hearings conducted early this year. 
The recommendations in the report outline a housing 
program which would contain 

1. A clear statement of a national policy to maintain 
the predominance of private enterprise and to keep govern- 
mental participation supplementary to private enterprise. 

2. The establishment of a permanent National Hous- 
ing Agency, operating through three constituent agencies, 
the Federal Home Loan Bank Administration, the Federal 
Housing Administration, and the Federal Public Housing 
Administration. 

3. The means for preparing a comprehensive attack on 
the farm housing situation. 

4. The continuance of aids to private enterprise already 
established. 

5. The amplification of the Federal Government's re- 
search facilities. 

6. The continuance of the urban public housing program 
modified to assure greater responsiveness to local senti- 
ment and local needs. 

7. The establishment, on a provisional basis, of a new 
form of assistance to cities in ridding themselves of un- 
healthful housing conditions and of restoring blighted 
areas to productive use by private enterprise. 

8. Greater discretion for NHA in the disposal of fed- 
erally owned war housing of a permanent character. 

In summarizing its report, the Subcommittee said: 
Throughout, the subcommittee has taken the position that, in 
this field, the part taken by the Federal government should be 
subordinate and supplementary to the part taken by the State, 
the localities, and the private institutions of the country. The 
aids it has suggested are not in the nature of intrusions into the 
proper activities of local government or private business, but 
are designed to permit these activities to be carried on more 
effectively and, it is hoped, with an ever-decreasing need for 
Federal participation. 

Concurrently with the release of the report two of the 
members of the Subcommittee 
Ellender), introduced $1342 “to establish a national hous- 
ing policy and provide for its execution.” The principle 
features of the Bill ate essentially those recommended by 
the Subcommittee and outlined above. Senator Taft has 
indicated that he plans to confer with sponsors of the Bill 
to discuss a few of its points and that he will probably go 
on the Bill as co-sponsor. 


Public Works 


Tue House Postwar PLANNING CoMMitTEeE (Colmer 
Committee ) has issued its 7th Report (House Report 852) 
dealing with postwar public works and construction. The 
report urged the blueprinting of a shelf of state and local 
construction projects totaling at least five billion dollars, 
over and above plans which state and local agencies have 
already undertaken on their own initiative. The following 
three principles were laid down “as a_ foundation on 
which to erect a healthy national construction program.” 

1. The federal government should hold out no promise 
of aid to states or municipalities for financing their public 


(Senators Wagner and 


works construction during the first peace years. 

2. The federal government should assume leadership in 
building up an adequate reserve shelf of engineering plans 
as the background for an orderly, long-term public works 
program, and to provide a cushion against future drastic 
decline in the construction industry. 

3. A Construction Policy Board should be established 
in the Executive Office to guide the public works program 
and to assist the construction industry. 


Surplus Property 


IT IS BEING PREDICTED that the Surplus Property Act will 
be revised when Congress reconvenes. The President has 
called for a single administrator to replace the present 3- 
man Surplus Property Board. Legislation designed to carry 
out the Presidential recommendation was introduced on 
July 19 when Representative Colmer put in HR3851. In 
the Senate a more comprehensive series of amendments 
has been proposed by Senator Stewart in $1264. While 
this measure would not replace the present Board with 
a single administrator, it would substantially change the 
act as follows: 

1. The Surplus Property Board would no longer be sub- 
ject to the control of the Office of War Mobilization and 
Reconversion. 

2. The Surplus Property Board would become the sole 
agency for the disposition of all surplus property and 
would have full authority and responsibility for such 
disposal. In other words, such agencies as Commerce and 
the Reconstruction Finance Corporation would no longer 
be responsible for the disposal of surplus property, that 
function being directly assumed by the Board. 

3. All owning agencies would be required to inventory 
property in their hands in order to allow closer supervision 
by the Surplus Property Board. 

4. “Priorities” to state and local governments in the pur- 
chase of federal surplus property would be changed to 
“preferences.” Said Senator Stewart: “I believe the Board 
should have more latitude in applying this preference and 
should not be hamstrung with a time preference that ¢on- 
ceivably could work a detriment to the state and local 
governments as well as to the Board and the public gen- 
erally.” 


Veterans 


Tue GI BILL is now in process of being amended. HR3749 
(Rankin) was passed by the House just before it recessed, 
but Senate action was postponed until a later date. As 
passed by the House, the Bill would be revised as follows: 

1. Liberalize provisions concerning prosthetic appliances, 

2. Liberalize the education provisions (Title II) by ex- 
tending to four years the time within which a course may 
be initiated, by increasing to $60 and $85 per month the 
subsistence allowance for a_ veteran attending 
and by including correspondence schools as “educational 
or training institutions,” 

3. Lengthen to 6 years the time within which a veteran 
may apply for a guaranteed loan and remove the require- 
ment that the Veterans’ Administration must approve a 
loan, as well as several other changes designed to simplify 
the loan procedures. 
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